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SDM Partners Real Estate Market INSIGHTS 
 

Year End 2013! I am told (and have read) that 2013 was a pretty good year which continues our 3 or 4 
year trend of year-over-year improvement – stock market up and commercial real estate (CRE) metrics 
improved. In general, I think this is correct. However, I also don’t see a whole lot of people saying, “Man, this is 
great!” Regardless, I remain positive and encouraged that things continue to improve – albeit at a slow place. I 
actually think the issues and challenges are very clear (discussed later) but the answers and solutions are 
anything but simple…people issues vs. problem issues. Thomas Friedman said it well in his September 15,2013 
NYT column, “… everyday we see proof of the theory of America is a country that was designed by geniuses so 
that it could be run by idiots.” 
 

INSIGHTS is a collection of commercial real estate (CRE) thoughts and stats, mostly on Atlanta, along with 
political comments and random factoids/sayings/quotes.  Like always, there are news articles of interest attached 
at the end of INSIGHTS which can be accessed via the highlighted link-button. However, throughout INSIGHTS 
there are now links with the common topical articles together to match the topic. 
 
Some thoughts/observations from the past 6 or so months: 

“Though the will of the majority is in all cases to prevail, that will, to be rightful, must be 
reasonable; … the minority possess their equal rights, which equal law must protect, and to 
violate would be oppression”. (Thomas Jefferson in his first inaugural address 1801) 

This is sometimes referred to as “The tyranny of the majority.” Fortunately, our founding 
fathers were smart guys and knew that the majority was not always right. 

I liken it today to our country having chosen a “teacher” (Obama) that does NOT assign 
homework. Naturally, this is who and what the “kids”(majority of citizens) desire, but it is NOT 
the right answer! 

 Definition of Insanity… Ben Stein 

“Fathom the hypocrisy of a government that requires every citizen to prove they are insured…, but not 
everyone must prove they are a citizen.” 

“And now add this: many of those who refuse, or are unable, to prove they are citizens will receive free 
insurance paid for by those who are forced to buy insurance because they are citizens.” This country is 
out of control. 
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 Developer’s Creed as told to me at Mellon Bank by Ted Miller (CRE Department Head) in 1983: 

1. A dollar borrowed is a dollar GAINED. 

2. A dollar re-financed is a dollar EARNED. 

3. A dollar paid back is a dollar GONE FOREVER. 

The above becomes a Government Mandate with the addition of: 

2A. A dollar with a very low interest rate allows for MORE BORROWING! 

 Gems of Wisdom: Below are a few “pearls” from three events I attended over the past 6 to 8 months. 

NAIOP Legends Panel May 23, 2013 
Jack Rooker / AJ Land / Don Childress / Ferdinand Seefreid 
 
Mr. Rooker had some of the best lines: 

• Early to bed and early to rise & advertise 
• The more I owed, the better I slept because I knew there were a lot of people worrying about 

me! 
• A key to doing well in Good Times is to NOT have an overhang of problems from the BAD! 
• Luck / Good people / Stay in the game 
• If you think education is expensive, try ignorance! (Max Young) 

 
       All four legends agreed on the following as keys for Atlanta’s economic growth: 

• Airport and Savannah Port 
• Investment in government—City / Metro / State 
• Transportation -- all big cities have traffic – relative issue 
• Quality leadership 

 
      Best advice you have ever received: 

• Don’t take it personally (Rooker) 
• Non-Recourse debt (Land) 
• Take what you do seriously but not yourself too seriously and respect people (Childress) 
• Move on from problems (Seefried) 

 
       Brian Coulter (CEO of JBG in DC) October 9, 2013 

• Entrepreneurship & Grit are key! 
• Great Design / Great Places / Great Results = Place Making 
• Have a 10 year (long term) perspective to allow for an exit “window” when value is high. 
• JBG is more “multiple” focused vs. IRR 
• He re-did JBG’s office space a few years ago – Very cool – do not underestimate the impact of 

how people feel and your company’s culture – makes a statement. 
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 Dr. Randy Ross November 19, 2013 
• People + Culture = Results 
• Culture by Design or Default – hire carefully but train intentionally 
• Elements of culture –beliefs, values & behaviors 
• Trust & Resistance are inversely correlated  
• Trust & Communication are correlated 
• Valucentricity – how to build a great company – alignment of values 
• How to motivate people 

o Autonomy (enpowered) 
o Self-mastery 
o Purpose 

• Paycheck = battery…how long will it last or hold a charge? Non-monetary things last 
longer…engagement = emotional connection 

• No silos -- TEAM 
• Competition is good in games but NOT in relationships 
• “Process” is value neutral 
• People will pay FULL PRICE for things of value 
 
There comes a time in your life, when you walk away from all the drama and people who create it. 
You surround yourself with people who make you laugh. 
         Forget the bad, and focus on the good. 
         Love the people who treat you right, pray for the ones who don’t. 
         Life is too short to be anything but happy. 
         Falling down is a part of life, getting back up is living.  
       -Unknown 
 

 William Gross: I have often written of my “man crush or bro-mance” with/for the bond king at PIMCO. 
However, I rescinded that status after his November 2013 article, Scrooge McDucks, where he abandons 
capitalism. Barry obviously got to him. Bill is clearly feeling guilty after making hundreds of millions of 
dollars – as he says, “at the expense of labor.” C’mon Man! 

 
Bill Gross has been replaced by Thomas Sowell… Click for profile. 
 

 The Problem: 545 people – 435 congressmen, 100 senators, 9 Supreme Court Justices and 1 
president. Next question. We need a “re-set” button! 

 
 2007?: I get a “letter” periodically from Donald Sheets at Square Mile Capital-- Sheets Sheets. It is a 

much more intellectual, and shorter, version of SDM INSIGHTS. In the December 17th “issue,”he states, 
“It sure feels like 2006 heading into 2007 again…” He might be right! This stuff is hard! 

 
 AREA CODES: Well, Metro Atlanta has used up 404, 770, and 678 – FULL! Welcome to 470 which has 

been in use since 2010. To be honest, I did not know of 470’s existence. 

http://en.wikipedia.org/wiki/Thomas_Sowell
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 Petting the Snake: Every now and then in life and business, you come across a “snake.” Snakes bite, 
but even worse, some are poisonous! My point? If you are “petting” a snake (being friendly or trying to 
do business), and it bites you, do not complain. The “snake” is just doing what comes naturally to it – 
BITE! Hence, the bite is your fault, not the snake’s. I was reminded of this in 2013. The old saying, “ the 
only good snake is a dead one,” probably applies. 
 

 Tributes: Periodically, INSIGHTS pays tribute to people in the CRE community. In this writing, we have 
two retirements and an obituary. 

 
Greg Walz: Mr. Walz, as his friends were required to call him, retired from Northwestern 
Mutual Real Estate Investments on August 15, 2013, after almost 40 years! He was a 
fixture in the Atlanta and Southeastern real estate community. I count Greg as a good 
friend and a mentor. We spent a lot of time together on the NAIOP national board. They do 
NOT come any nicer! Don’t be a stranger my friend! 
 
Craig Scott: CraigO retired from Brasfield & Gorrie in late 2013. He had one of the best 
jobs in real estate as BG’s business development guy. How much golf, fishing, sporting 
events, hunting, nice dinners and private jets can one person take?! And they PAID him to 
do this! Like Greg, they don’t come any nicer, and I am doubly lucky to know both men. 
 
Dale Henson: Dale was the “dean” of multifamily data for the past 40 years. Dale passed 
away on October 30th at the age of 85. I had the pleasure of getting to know Dale in the late 
‘80’s when I worked at TCR. He was always friendly, had a smile and kind words. 

 
 Good Life & Business “Concepts”: 

 
 Don’t be afraid to believe you can win! 

 Sometimes you have to just “take your ass whoopin” and move on. 

 MEN are what they DO and WOMEN are how they LOOK. 

 Support ≠ Agreement 

 You can make money BUT you can’t let the money make you! 

 Free parking does NOT mean unlimited parking. 

 WHY tax the rich? It is like robbing a bank because that’s where the money is! 

 I have YET to see anything special about special servicers. 

 VENTS:  Teach a guy to fish, and he’ll eat for life. Give a guy a fish, and he will vote for 

you. Despite the high cost of living, it remains popular. – Or as I once heard, “being rich is 

expensive!”  
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 Super Bowl Player Shares  
 

       Winner Loser 

2014 $92,000  $46,000  

2004 $68,000  $36,500  

1994 $38,000  $23,500  

1984 $36,000  $18,000  

1974 $15,000  $7,500  
 

No, everyone does NOT get a trophy and Yes, there are winners and losers! 
 

 There’s an annual contest at Griffith University, Australia, calling for the most appropriate definition of a 
contemporary term. This year’s term was ‘political correctness’. The winning student wrote: 
“Political correctness is a doctrine, fostered by a delusional, illogical minority, and rapidly promoted by 
mainstream media, which holds forth the proposition that it is entirely possible to pick up a piece of shit by 
the clean end.” 

 

 Pain: A Marine once defined pain as weakness leaving the body. This begs the question, “is a headache 
stupidity leaving the brain?”  To realize your ignorance (and we all have some), one actually has to have 
some knowledge. Hence, this is why so many stupid people don’t know they ARE stupid! 
 

 Apple Stores: There are 422 of them. Their sales per SF were $5,971/ SF in 2012 which was up 17% from 
2011.  Compare this to Tiffany & Co’s 2012 results of $3,453/ SF. Pretty strong! Suggested reading, Steve 
Jobs by Walter Isaacson. 

 

 Peggy Noonan: She writes an editorial every Saturday in the WSJ which is a must read. She recently 
commented on the Obama administration, “not governmentally responsible but politically astute.” 

 

 Domestic Airlines: In 2012, they made $6 billion in checked bag and flight change fees ALONE! Delta 
hauled in $865 million in bag fees for 2012. Travel light! 

 

 Mick Jagger: Yes, the main man of Rolling Stones fame, turned 70 in 2013! I am feeling OLD! 
 

 Faith based items: 
 Success is NOT what you have but what you do with what you have. (Vic Pentz) 
 Be Doers of THE word not just hearers! 
 The “kings” of this world are temporary. 
 Control is an illusion – you do NOT have it. 
 The “audience” you are playing for will shape how you “act” – God or man? 
 There is only one leader and it ain’t you! 
 Joy and Fear are both choices. Never be defined by the pains of the past. It is your choice how 

you feel about your situation – only look forward – the past is the past –NO “rearview mirror”! 
And finally 

 Be smart enough to be thankful for what you have NOW because you might lose it one day. 

SUCH 
INEQUITY! 
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 ATLANTA MARKET 
 
For 2013, the positive trends of declining vacancies, decent absorption and limited new construction continue for 
both Office and Industrial in Atlanta. The “wildcard” and big question over the next year or two is what will 
construction do! New construction is really just a proxy for expectations or confidence. The market place has yet 
to show any true signs of its old swagger but it is coming. 
 
The basic CoStar data for Office and Industrial are available in each product section by accessing the link 
provided. The CoStar product information is supplemented with Scott Amoson’s Colliers write-ups which are 
always good. 
  
OFFICE              

   
  

Year End 
2013   

 

   

Vacant 

 

SF Absorption 
(000’s) 

        Class A 
  

17.10% 
 

2,776 
 Class B 

  
18.60% 

 
23 

 

Class C 
  

16.40% 
 

83 
 

Total 
  

17.70% 
 

2,881 
  

Office Sales Past 6 Months (Selected)         
 

Property SF Price/SF Comments 
Meridian 97,000 $70 Parkway “culling” 

5660 New Northside 272,000 $137 ICE, user purchase 

Galleria 300 433,000 $145 Brookdale & Childress 

55 Park Place 553,000 $60 GA State/ User  

Cumberland Center 4 237,000 $152 RaceTrac major tenant 

Wildwood Center 697,000 $143 Great building with very large floor plates 

245 Hammond 237,000 $184 State Farm / User… with land, too 

11350 Johns Creek 532,000 $134 State Farm sale-lease back 

Circle 75 704,000 $64 (3) Buildings. . . Braves Good or Bad? 

Premier Plz I & II 316,000 $160 Sub 6% @ 78% OCC 

Silhouette 116,000 $100 Older/rehabbed, 85% OCC 

Royal Center One 152,000 $95 50% OCC in N. Fulton 

730 Peachtree 212,000 $90 Older/rehabbed, 85% OCC 

Terraces 1,054,000 $180 MetLife Buyer 

 

Office Stats 

http://www.sdmpartners.com/SDM_YE13/OfficeStats.pdf�
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A few thoughts/observations about the Atlanta OFFICE Market: 
 
 Limited Product: There is very little for sale on the market right now. Mid-December 2013, I called around 

to all of the major office sales teams to get a feel for what would hit the market in early January 2014. To a 
person, it was ZIPPO! They were pitching a lot of business –supposedly –which tells me it will be late 
February or sometime in March before any openly marketed deals come out. 
 

 With State Farm (and a few others) gobbling up most of the large blocks of space in the Central Perimeter, 
the larger space requirements should start to gravitate to North Fulton, or to lesser degree, other suburban 
markets. I also know that several of the North Fulton blocks are also about to be taken down.  

 
The dwindling large blocks are causing me to see brokers more and more asking about development costs 
and replacement cost rents. IT IS COMING! The question is not IF there will be development but HOW MUCH 
and WHEN. 
 
Perspective is important here! At YE’13, there was only 1.2 million SF of office under construction in ATL—
most of which was BTS or heavily pre-leased. A look back provides us the necessary perspective – YE’07 
6.8 million SF was under construction in 64 buildings and YE’00 11.9 million SF in 99 buildings. 
 

  Absorption: Calendar year 2013 was pretty healthy with 2.9 million SF of office absorption and mostly in 
class “A.” Let’s put some context around this level of activity. In the past six years (2008-13), the TOTAL 
absorption was (72,000 sf)! On the other hand, the total for 2004 to 2007 was 16.7 million SF, or an average 
of 4.2 million SF/yr. 1999 & 98 had 15.6 million SF of absorption, or 7.8 million SF per year. So WHICH is it? 
This stuff is hard! 

 

  Top Sellers: The leading brokerages nationally for office sales for 2013, deals of at least $25 MM, per Real 
Estate Alert were: 

Rank Broker $(000's) 
#1 Eastdil  $  21,586.4  
#2 CBRE  $  15,565.5 
#3 HFF  $  9,349.0  
#4 JLL  $  5,871.3  
#5 C&W  $  5,287.0  

 

 “Case Study”: the following will give you a good feel for today’s office acquisition competition level. In 

4Q’13, SDM was in pursuit of a 152,000 SF suburban ATL office building. The 50% vacant building got 23 
offers in the initial bidding. After the “dust settled” and I had raised my number twice, there were four 
bidders who were interviewed by the Seller (SDM included). The deal closed for $14.5 Million ($95/SF) 
which was also SDM’s offer. NOT HAPPY! The winner had a relationship with the seller and was an “out-
of-towner” like more and more seem to be. How has the market changed? Two years ago, this deal would’ve 
had only 5 to 7 offers vs. 23 and it would have traded for no more than 75% of today’s price! SDM’s 
underwriting included another $32/SF for an all-in basis of $127/SF vs. a replacement cost of $195/SF or 
so. 
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 Money Pressure: The office acquisition market in Atlanta is back, not that it ever really left, to what I 

termed a few years ago as the Monetary Pressure Pricing Premium… run your most aggressive Argus, cut 
off your computer and add 5% - 10%... Spending vs. Investing! 
 

 State Farm: For the past 12-18 months State Farm has been the “darling” of the Central Perimeter (CP) 
Atlanta office market having leased approximately 1.5 million SF in five different transactions. The “ripple 
effect” of taking down all of these larger blocks of space, besides impacting CP, is bleeding over into other 
submarkets. The five leases have been staggered over 5 to 11 years to allow for the development of the 17.3 
acres State Farm bought in late 2013 in three separate deals behind Perimeter Mall across from the MARTA 
train station. State Farm paid a total of $76 million ($4.4 MM/Acre or $101/land SF). The biggest parcel did 
have a 250,000 SF office building on it, but I think they will tear it down. From what I understand, State 
Farm will develop 1.5 million SF which makes for some interesting math… $51/bsf for the land vs. a “normal” 
market number of $20-$25/bsf. Hence, a $35 million premium. I guess they really wanted to be next to 
MARTA. In reality, so what. For a company, as large as State Farm and for a 20 year plus time frame, this 
premium is a rounding error. The Atlanta CRE community looks forward to State Farm’s continued impact on 
the CP marketplace as they develop their new space and move out of the existing buildings. 
 

 Deal of the Year: This year’s winner is KBS & the Powers Ferry Landing East (PFLE) deal. In September 
2012, KBS purchased PFLE for $17 million… three (3) class “B” office buildings totaling 393,000 SF 
($43/SF). Note: the three buildings had sold in late 2005 for $56.6 million ($144/SF)!... bad day! In October 
2013, KBS sold two (2) of the buildings (one was 100% vacant) totaling 245,000 SF to the Fulton County 
Board of Education for the relocation of its Cleveland Avenue HQ for $18.5 million ($76/SF). Hence, they got 
all of their money back, and then some, while retaining a 148,000 building, the best of the three actually, 
which is being re-positioned. I like it! CONGRATS to KBS and PM Realty Group! 

 

Did KBS know this was going to happen? No! There was “noise” in the marketplace during the 
bidding in the summer of 2012 that Fulton County had an interest, but this was not a given. It just 
goes to show that if you buy a good location that has opportunity, deals often times find you. Place 
your bet and spin the wheel. 
 

INDUSTRIAL             
 

    
Year End 2013 

   
    

(000's) 
 

 
  

 
 

Vacant 
 

SF Absorption  
 

% of Market 
 

SF Leasing 

         
 

Flex 16.5% 
 

1,163 
 

8% 
 

1,714 

 
Shallow Bay 9.8% 

 
2,030 

 
17% 

 
3,274 

 
Warehouse 11.5% 

 
7,288 

 
75% 

 
13,434 

 
Total 11.6% 

 
10,482 

 
100% 

 
18,422 

 
 

Industrial Stats 

http://www.sdmpartners.com/SDM_YE13/IndustrialStats.pdf�
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Industrial Sales Past 6 Months (Selected)         
 

Property SF Price/SF Comments 
Mitsubishi 599,500 $63 5.8% cap, 10 yr lease, BTS 

220 Greenwood 504,000 $23 Empty, KTR buyer 

5720 Fulton Industrial 259,000 $42 Highwoods to Crow Holdings 

Am Bus Ctr/White Water 620,000 $52 “Fake industrial” 

Avon Bldg (425 Horz) 364,000 $26 Empty, Taylor & Mathis 

MDH Portfolio 865,000 $42 Multiple Buildings 

 
A few thoughts/observations about the Atlanta INDUSTRIAL Market: 
 
 Top Industrial Brokerages in 2013 per Real Estate Alert (deals at least $25 MM) 

 
Rank Broker $ in Billions 
#1 CBRE  $  3,580.1  
#2 Eastdil  $  2,542.7 
#3 C & W  $  925.6  
#4 JLL  $  663.1  
#5 HFF  $  565.3  

 
 Large blocks of space (greater than 300,000 SF) with ceiling heights of 28’ or higher and built 2005 or later 

are getting to be limited…right now, there are only 8 blocks. Six months ago, that number was at least double. 
 

 Development of Bulk Warehouse is coming. The next 12 to 24 months will see a number of them 
built/developed. The declining number of large blocks of space and the “hunger” for yield of capital coming 
from multifamily points to that. The critical element here is having well located and developable land – 
especially tracts large enough to allow today’s massive buildings – 750,000 SF up to 1,500,000 SF. A 
number of the new buildings will be BTS’s but expect to see a few “frisky” types develop spec. I have a 
“secret list” that shows 12 deals in the market right now of at least 500,000 SF each. CoStar currently lists 
38 proposed bulk warehouse buildings. They all won’t get built but you get the picture. 

 
 Definitions 

Flex: ≥50% office and ceiling ≤18’ with some type of drive in door. 
 
Shallow-bay: 10% to 30% office and ceiling height of 18’ to 24’ with bay depths of 120’ to 190’ and dock-
high and/or drive-in loading doors. 
 
Bulk Warehouse: ≤10% office, ceilings of at least 24’ and bay depth of at least 190’ and dock-high doors. 
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 TIMING / CONCERNS 
 
 Timing:  INSIGHTS’ ongoing metaphor of using an NFL season to estimate the position of the Atlanta CRE 

market continues. In the July 26, 2013, issue of INSIGHTS, we were at game 6 in the 16-game season. I 
continue to abide by my statements in July, “The games played to-date have been mostly a function of deal 
volume, money chasing yield and compelling pricing (although this is waning). What the marketplace has 
lacked (continuously so) is the “accelerant” of a meaningful economic recovery. Investors have been buying 
more so based on pricing and a belief (sometimes incorrectly) that a meaningful recovery is just around the 
corner. Whenever the true recovery kicks in (and it will), the slope of the line will steepen (market gets 
better, faster).” 
 
The Atlanta CRE market is NOW getting better, faster (all relative). However, the money continues to exceed 
the reality of the fundamentals; it always does and will – until it is TOO LATE! What do you expect? That IS 
the CRE business! RESULT: Mid-season, Game-8 and things are about to get real interesting. The next 3 or 4 
“games” will see pricing for existing product continually increase/rise (which means the yield most likely 
goes down). This will push the money and market towards development for industrial, then office, with 
multifamily having been in that mode for some time. A lot of “moving pieces” have to fall into place, but 
absent an external BAD event, development is coming! There is just too much money queued up, looking for 
a home for it not to happen. For the higher-yield seeking money, development will be the only place in CRE, 
at least, those funds can go. He who stays out on the “risk frontier” will make the most money (or lose). The 
rest are just sheep! 
 

 Education:  This is a “Duh” and is SO obvious. Which society/economy will be better off, one with educated 
people or one with UN-educated people? Former UGA football coach, Ray Goff, had a great answer when 
asked how many of his college-athletes graduate, “everyone that wants to” he responded. BOOM! However, 
the US does its best, all in the name of fairness, to water down, reduce expectations, and lower 
requirements. There are a lot of hard working, well-meaning people in education (my wife is a teacher.) 
However, the politics and “business” of education are severely flawed. The System and its unions cause 
education to be more about their JOBS vs. educating our children. We have got to stop those education and 
Post Office workers from talking! Now, if we could just get some better parents! It starts at home. The 
attached articles paint a VERY scary picture. I am NOT encouraged. CRE connection you ask! Educated 
people have/get jobs and buy “stuff” – people with jobs need office space and all that “stuff” needs 
warehouses! Duh!!  
 

 Post Office: The P.O. continues as one of my favorite examples of Washington’s inability and unwillingness 
to make changes to correct problems. There are 31,272 Post Offices which is more than the number of 
McDonald’s, Starbucks, and Wal-Mart stores combined! I am sure we could do WITHOUT a few thousand or 
so!  

 
 Public Pension Funds (PPF): Politicians and public union leaders remind me of that classic line in Top 

Gun about ego and a check. They are writing checks of political promises and union contracts that the 
market can’t cash. The challenge is two-fold 1.) pay and benefits are too rich and 2.) the return assumptions 
to provide the money to pay for the pensions are a dream. They hide behind the emotional aspect of “they 

http://www.sdmpartners.com/SDM_YE13/EducationArticlesPDF.pdf�
http://www.sdmpartners.com/SDM_YE13/PO_Articles.pdf�
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are teachers, firemen, policemen or the working man.” SO! They are still subject to the market and risk just 
like everybody, no matter how much they try to ignore it, remove it or are ignorant to it. The investment 
assumptions, which target 7.5% to 8.0% annually, resemble an OM (for the non-real estate types, Offering 
Memorandum) with unrealistic assumptions of spiked rents, no free rent, fast lease-up and low TI’s. (It 
always comes back to CRE for me.) Hence, in an effort to deliver the necessary returns, the PPF’s (private 
PF’s, too) are taking on more risk by doubling down on CRE, private equity funds and the like. It is a shame 
that “they” don’t have the spine or political will to tell plan participants, the working man, the truth. However, 
lying to people and playing off their ignorance takes a long time to play out – just ask Detroit. The PPF 
participants suffer in the end because they believe “this stuff” is an exact science because that is what they 
are told, want to believe and a piece of paper says so – NOT! 
 
The TAX of very low interest rates only makes this worse! Yeah, it’s a tax although the average person does 
not realize it. While our “wonderful” government tells/sells QE I/II/III as being aimed at helping the economy 
and the citizenry, the reality is a transfer (tax) from us (investor/saver) to them (government/borrower). We 
get a lower return due to the lower interest rate while they pay a lower rate which allows them to borrow 
that much more, tell us how much they care and give away money so they stay in power. God help us – 
PLEASE! No risk deserves the risk-free rate! You can’t have it both ways.  
 

 Food Stamps: Just as no one should ever go hungry, NO able bodied person should be fed for life by the 
Federal Government. Almost $83 billion was spent on Food Stamps in 2013 for about 48 million people 
(about 15% of the US population). The suspension of a work requirement expanded the rolls. Requiring 
someone to work or even look for work are not unreasonable requirements… neither is a drug test. The real 
question (like with unemployment benefits) is how long should the entitlement last. 
 

 JP Morgan (JPM): It has to be SO satisfying to the FDIC/Government/Left and Elizabeth Warren to stick-it 
to those greedy bankers/capitalists via a $13 BILLION fine (Progressive totem). I suspect their only regret is 
not being able to put Jamie Dimon (CEO of JPM) in jail for 5 to 10 years. The JPM link has several articles 
from the WSJ and NYT which gives the Right & Left perspectives – you decide. For me (shockingly), I 
seriously doubt JPM was without some fault, but this is mostly about political grandstanding for Democrats 
and a good example of the Obama administration’s War on Capitalism  (If they can claim a War on 
Women/Poor/etc, then…). Interesting fact, 30 of the 50 largest banks in 1980 are now part of either JPM, 
BofA or Wells Fargo. Need anyone ask why our economy struggles given the constant “witch hunt” by 
government? $13 BILLION could pay a lot of salaries for new jobs or fund many loans for businesses to grow 
and hire more people. God forbid that ever happening though! Houston, we have a problem! The FUTURE is 
more important than the PAST so stop looking in the rear-view mirror all the time seeking to place blame! 

 
 

 Middle Out: This is the Obama administration’s belief and strategy that “the answer” to economic recovery 
is from the middle (class) out vs. the top down. As I reviewed a lot of my saved articles, I came to realize 
that Middle Out was the initial “branding” attempt by Progressives which they now refer to as Inequity. (See 
below) I suspect that this is not so much an economic belief as it is a political strategy aimed at stirring up 
the masses. Clearly, the populist’s mothers did not do a good job of teaching them to not be envious of 
other’s belongings vs. being thankful for what they have! It is NOT a zero-sum game….just because someone 
has a lot does not mean they took it from someone – in all likelihood THEY MADE IT. This whole Middle Out 
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mindset is one of “let’s be average” aimed squarely at wealth redistribution. Very good sports teams have a 
few great players (the 1%) which must play well for a team to win. They do need a good supporting cast; 
however, a team of all average players, even playing well, do not win championships at the highest level of 
competition. The linemen’s constant complaining about the QB dating the homecoming queen is getting old! 

 
 

 Inequality: This is a big challenge for our country but it is even more of a great branding opportunity and 
political strategy for all of the whiners on the LEFT! The NYT overdoses on this topic daily. Obama should 
have made the economy his #1 priority five years ago – but NO, he put all of his political capital into health 
care. How’s that going for ya? Barry’s pattern is clear: 1.) ideology first, 2.) be divisive – us vs. them, and 3.) 
vision and victimization, all sold in a constantly campaigning style instead of actually working to solve the 
problem. It is better to have the masses stirred up and thinking they got a raw deal vs. bringing people 
together to solve the problem.  

 
Bill de Blasio, the new mayor of NYC, is a standard bearer of Inequity for the left. You may not care who the 
mayor of New York is but, as our largest city, it is a ready-made platform to push political ideas. It all comes 
back to the same old question: System (government) or individual, victim or survivor and NYT vs. WSJ – 
which is it? You decide. 

 
 Obama Care (OC): No argument or issue here, everyone deserves and needs good medical care – notice I 

said deserves and needs - there is NOT a right, however, to have it. As the richest and most powerful 
country in the world, we can and should do that – or at least I think we are still the richest and most 
powerful no matter how much Barry says how sorry he is for American imperialism, expectionalism and 
arrogance. Do not, however, confuse medical coverage with a cost efficient medical system! The BIG 
question is HOW you do this – NOT IF! Actually, I have to believe the two go hand-in-hand – an efficient, 
well-run medical system saves and frees up money to go towards covering more people. As stated earlier, 
my biggest issue is that “Mr. They Did Not Build It,” Harry Reid, and the wicked witch of the west, NP, 
prioritized medical reform over the economy. The opportunity cost of this miscalculation was HUGE. Then 
again, maybe it was blind luck that this “moronic brain trust” opted to ONLY work on part of the economy. 
And, never mind any shortcomings in the law itself or the “stellar” execution of the OC website rollout. In the 
REAL WORLD, when you spend (or waste) $630,000,000 on something, anything (a website), and fail badly, 
“they” don’t let you have any more money; actually “they” would have never let you spend THAT MUCH! 
However, the probability of failure increases when one starts TOO LATE because they don’t want anyone to 
know what is going on due to an upcoming election. The idiot Republicans, led by Teddie Cruz, who wants to 
be president, only made it worse and hurt themselves by fighting a fight they were NEVER going to win with 
their efforts to repeal OC! Please realize that this NEW ENTITLEMENT (we need more of them…NOT) is really 
a roundabout tax and redistribution! The do-gooders are not honest enough to just say it since the political 
cost, and certain failure, would not allow Obama Care. Further, was the “sales pitch” by Barry a lie? SURE it 
was! And are they going about it wrong, regulation vs. market-based? I think so. 
 
Net-net, my main concern is that our country is STILL bogged down with Obama Care. Hell, we have a War 
on Women and the Poor to go fight…Please! But my “favorite” part is that Congress and a few unions are 
NOT subject to Obamacare- All means All!  
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 Minimum Wage: There was a lot of noise (whining) in 4Q’13 about the need to raise the MW… currently 
$7.25/hour. This is TOTALLY a political strategy by the Democrats and Obama to “rally their base” so expect 
to hear more of it. It is just the second verse of the Left’s Inequity/ we hate the 1%/ poor pitiful me song. The 
MW is more SYMBOLIC than anything! It makes the Progressives feel better and think they are making a 
difference. Economic studies are mixed but at “best,” the MW makes little difference. ANY wage, high or low, 
should be reflective of that job’s value generation and of the supply/demand aspects of employee availability 
– NOT what the government says it should be! If you don’t like the pay, either make yourself more valuable 
or quit and find a better job. Once again, we find ourselves asking the basic question, “is it the system’s 
(government) responsibility or the individual’s?” New York City McDonald’s workers have been raising hell 
saying they want $15/hour –saying,” McDonald’s can afford it!” What Mickey D’s can afford has NOTHING to 
do with it. Dude (or Dude-ette), you are making a Happy Meal; the job is only worth (value) so much. Working 
in the drive-thru has never been, nor should ever be, meant to pay a wage ample to support a family! Are 
you kidding me? And on top of that, the government has NO business telling McDonald’s (or any business) 
what they HAVE to pay…MARKET!  
 
 

 Unemployment: I choose to believe (maybe naively) that most people, given the choice, would choose to 
work. However, unemployment remains high due to a shortage of jobs. Why? The U.S. economy, which has 
been technically out of the recession for many years, has remained anemic at best; a growing, vibrant 
economy produces jobs. And a lot of the jobs produced are not really high paying – fast food and retail. The 
economic “rags” hang on each month’s Jobs Report. If it shows 200,000 or more, they are happy and if it is 
under 100,000, not so much. Realize, the U.S. economy needs about 150,000 new jobs per month to JUST 
STAY EVEN with new workers entering the work force! Compounding things, the higher paying jobs have 
education or skill requirements which do not match up with a lot of people seeking employment. (We educate 
a lot of them in our colleges and universities but do NOT let them stay! Immigration problem) News FLASH, 
jobs create demand for real estate!! In simple terms, a business decision to hire (or not) is a de facto proxy 
on business outlook and confidence. Change and Hope ain’t working!  

 
Unemployment Benefits are getting a lot of play lately. The basic question or point here should not be to help 
or not – clearly we should—but how much and for how long. If I am not mistaken, the old deal was 26 
weeks of benefits which got extended to 99 weeks; 6 months vs. almost 2 years. I don’t have “the” answer to 
how long or how much, BUT government should only be a “bridge” vs. an “endless road”. The ever-
mentioned safety net has become a HAMMOCK. Barry et al use the economic spending justification and the 
loss of unemployment benefits being spent as hurtful to the economy. If that is truly the case, we are in BIG 
trouble. 
 
Where is the Unemployment Rate? At YE’13, the official Unemployment Rate (U3) was 6.7% vs. a high of 
10.0% at October 2009. I tend to watch the U6 Unemployment Rate, as well, which is a more inclusive 
measure – although not perfect. At YE’13, U6 was 13.1% vs. a high of 17.1% at October 2009. More “normal” 
rates for these measures are 5%’ish for U3 and 8%’ish for U6. The basic point? There are still a lot of people 
out of work. 
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 Detroit: I counted 64 articles that I had saved on “Motown” since July 2013. This bankrupt, Chapter 9 city 
has gotten a lot of coverage due to its sad state of affairs. It is also probable that other U.S. cities will follow 
suit with all having the common elements of: public union & pension problems, unsustainable pay and 
benefits to employees, poor and often times criminal leadership, declining population, race issues, and an 
economic downturn that hurt even healthy cities. I will let the attached articles (no, not all 64) tell the story if 
you care to delve deeper.  
 
 

 FED / Yellen: Janet Yellen has been confirmed as the new FED Chair (she prefers just “chair” vs. 
chairwoman or chairperson). I have been watching and reading with interest (kind of nerdy I know) for about 
a year now the probable exit of Bernanke. If there was any possibility that Ben would’ve considered staying, 
not that he should’ve, that consideration ended when Obama so RUDELY “kicked him towards the door” 
putting the position in play. Bernanke saved us – plain & simple. We all owe him a BIG THANK YOU! I do 
think that QE3 has gone on far too long (for some reason “they” did not call and ask me), but it is also 
probably appropriate that the new FED chair handle that “hot potato”. Unfortunately, the ”indians” want the 
“firewater” to continue flowing. 

 
The new FED CHAIR was always going to be Yellen or Larry Summers in my mind. Obama wanted Summers 
but a majority of Democrats (and NYT) made a fuss. The NYT and other Progressives used this as an 
opportune time to play the “gender card” – unbelievable! But realize, in the end, it was also ALWAYS going to 
be a liberal, Left-thinking pick. They want to continue the low rates. Unfortunately, the FED on balance has 
lost a lot of its independence and gotten sucked into our ugly political tsunami. 
 
The real question here is IF & WHEN will Yellen have the “stones” to cut-off the money spicket! The $10 
billion reduction in monthly bond purchases was just a “brush-back pitch”. I still contend that their efforts to 
keep interest rates low is MOSTLY about keeping the government’s “nut” low, so their huge borrowing can 
continue, thus postponing the inevitable crowding out that higher rates bring…at least until after the fall 
elections!  
 
 

 Take Away: It is a crime! The preceding concerns (or at least my take on them) are unforgivable CRIMES! 
The inability and/or unwillingness of THE 545 to adequately address this “stuff” is UNACCEPTABLE!!! FIX 
IT…FIX IT NOW!!! As I read recently in the WSJ, “America is an idiot country in an idiot world.” Just think 
how many people’s lives could be positively impacted, jobs created and money made (what do you expect, I 
am a capitalist) if this “stuff” was FIXED! As I stated in the very first paragraph, the challenges are clear but 
the solutions are anything but. 
 
CRE connection  Political gridlock and indecision has yielded an economy that is constrained, timid, has an 
air of uncertainty, reduced risk taking and highly devoid of confidence. A free flowing economy has less 
governmental “noise” to navigate and fosters risk taking, confidence, and commerce, which results in 
demand for CRE. Pretty simple actually – although clearly not easy! 
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 SDM PARTNERS 
 
There are no moral victories. My CRE activism makes me feel good about myself – sort of like being a 
community organizer – only with a real purpose, buying office and industrial real estate. A good feeling about 
your efforts or intentions, however, does not pay the bills. My point? Bad luck; dog ate the homework; not fair; 
whatever, it does not matter! There is only one winner and, NO, everyone does not get a trophy. And with ever 
increasing amounts of capital and out of town buyers flocking to Atlanta, the “FUN” is only increasing. 
 
Suwanee Gateway One’s (SG1) unencumbered tenancy status should change in 2014. As the larger blocks of 
office space in Atlanta’s office market dwindle, SG1’s probability and viability as an option only increases – 
especially compared to new construction. Another advantage SG1 has is the ability to expand beyond the current 
143,000 SF via the available, zoned and graded office land contiguous to the building. 
 
200 Ashford Center North performed well in 2013. The Colliers leasing team did a good job of taking advantage 
of what the market presented and is currently focused on three more Spec Suites and a few lease 
expirations/renewals. Recent office building sales in Central Perimeter submarket point to good value creation for 
this timely, September 2012 acquisition. 
 
My NAIOP involvement on the national board continues in 2014 with my role as Chairman-Elect. Yes, that means 
2015 has yours truly serving as Chairman. In all honesty, I am very humbled by the opportunity to serve in these 
roles. My 20 year plus membership in NAIOP, a leading real estate trade organization with 16,000 members, has 
provided me a great platform for personal and professional networking, education and a means to address CRE’s 
ever complicated and important legislative issues.  
 
SDM Partners is an Atlanta-based commercial real estate Activist aggressively seeking value-add office and 
industrial acquisitions in Atlanta and the Southeast. Visit our website at www.sdmpartners.com. Please feel free 
to pass INSIGHTS on to any others whom you feel might find it of interest. Questions or comments are also 
encouraged.  
 
Best Regards, 

 
Steve Martin      To read more newspaper 
SDM Partners           articles, click here. 
 
 
 
 

To be added to our distribution list, please email whitney.price@colliers.com. 
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